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This paper utilizes microstructure approach to investigate the behavior of the 
exchange rate path in the context of a linear discrete-time dynamic system and derives 
the conditions of stability. 
First of all，this paper converts Jang's（2007）model into second-order linear 
differential equations and obtains the time paths of exchange rate in the absence and 
in the presence of central bank’s intervention. They can be easily seen that exchange 
rate paths are determined by the characteristic of all FX traders. Secondly，this paper 
derives conditions for the stability of the time paths of exchange rate. They are also 
subject to the characteristic of all FX traders. Thirdly ， after analyzing the 
characteristics of the RMB exchange market system，especially after introducing 
market making system this papers revises Jang's model to explore the process and 
mechanism of RMB exchange rate in the presence of central bank’s intervention by 
solving the second-order linear differential equation，and obtains the time paths of the 
exchange rate with different target level. It is found that the stability conditions of the 
stationary equilibrium are determined by central bank’s intervention intensity, target 
level of exchange rate and the characteristics of other FX traders. Finally, this paper 
derives ten propositions and nine inferences. 
This paper reveals that, in the absence of intervention, the time path eventually 
converges to the long-run equilibrium exchange rate determined by the fundamentals 
when the market participants satisfy the stable conditions of exchange rate path. 
Otherwise, the time path is eventually unstable. In addition, this paper finds that, in 
the presents of intervention, the characteristics of the central bank，maket makers and 
financial investors and other market participants determine the stable conditions of 
exchange rate path. The two findings show that the stability of time paths of exchange 
rate depends on all parameters describing the characteristics of market participants. 
The two findings also show，in the absence of intervention, the exchange rate path 
may be a long-term stability. However, with central bank's intervention, the exchange 
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中间价与上午 9 时国际外汇市场欧元、日元和港币兑美元汇率套算确定。自 2007
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